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omCE OF CONSUMER COUNSEL
Interrogatories to The Southern New England Telephone Company

TOTAI.. FACTOR PRODUCTIVITY: FIVE YEAR AWRAGE GROWTH

Witness Responsible: Robert R. Laundy

OCI08SAT: Provide SNET's ''five year average annual srowth ofproductivity" 1990
throuah 1995, u well u, the projected "five year average annual growth of
productivity" through the year 2009. See Decision in Docket No. 92·09·
19 at page 44.

Answer: The average growth ofTotal Factor Productivity (TFP) for the years 1990
through 1994 was .901'0. Please see response to OCI07SAT for further
information regarding Company TFP.
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omCE OF CONSUMER COUNSEL
Interrogatories to The Southern New England Telephone Company

MEASURES OF PRODUCTMTY

Witnesses Responsible: Robert R. Laundy
Anne U. MacClintock

Answer (cont'd):
Company's output and inputs (labor, capital and materials). Recently,
the company engaged Dr. Melvyn Fuss and Dr. Leonard Wavennan
from the University ofToronto to perform an historical Total Factor
Productivity study. The study results for the years 1990-1994 follow:

SNET TOTAL FACTOR PRODUCTMTY
Growth Rates

1990
1991
1992
1993
1994

Average

TFP
%

change

1.3
-.2
-.9
3.9

.6

.9

Output
%

change

1.4
-1.6
-3.2
1.0.
0.0
-.5

Input
%

change

.1
-1.3
-2.3
-2.8
-0.6
-1.4

b. SNET does not have direct knowledge regarding TFP
measurements that other telcos are using. However, in 1994 SNET
participated in an industry-wide TFP study conducted by Christensen
Associates for the United States Telephone Association for use in the
FCC Price CIP Performance IlcyjCW for Local £XC_Ie Carriett CC
Docket No. 94-1. In addition to SNET, the companies included in this
study were Ameritech, Bell Atlantic, BeUSouth, GTE, NYNEX, Pacific
Telesis, Southwestern Bell, and US West. The original study covered
the time period 1984-1992, with an update for 1993. The table on the
next page summarizes the results ofthe study.
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OFFICE OF CONSUMER COUNSEL
Interrogatories to The Southern New England Telephone Company

MEASURES OF PRODUCTIVITY

Wrtnesses Responsible: Robert R.. Laundy
Anne U. MacCUntock

Answer (cont'd):

LOCAL EXCHANGE CARRIER TOTAL FACTOR PRODUCTMTY
Growth Rates

TFP Output Input

1984
1985 1.1 2.4 1.3
1986 2.8 3.0 0.2
1987 1.8 3.7 1.9
1988 2.1 5.2 3.1
1989 2.0 4.8 2.7
1990 4.6 3.7 -0.9
1991 1.2 2.3 1.1
1992 3.5 1.9 -1.6
1993 2.6 3.6 1.0

Average 2.4 3.4 1.0

c. The Company's plans for additionaJ work force reductions are reflected
in the forecasts filed on-Iune 19, 1995 in Docket No. 95-03-01. Since the
time these forecasts were prepared, some usumptions have changed. For
example, the number of people who decided to leave the Company as a
result of the Early Out Option exceeded the original wumption. The
various departments in the Company are u~sina the impact in terms of
the IIJIDber of people to retain by extending their departure date, the
number of people to be lUred on a temporuy basis, and the use of
contingent work force to fill peak workloads. The Company plans· to
prepare appropriate updated pro formas and selected schedules and file
them with the DPUC in late October before the late file exhibit hearing.
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Interrogatories to The Southern New England Telephone Company

MEASURES OF PRODUCTIVITY

Witnesses Responsible: Robert R. Laundy
Anne U. MacCUntock

Answer (confd):

d. Please see OCII1SAT and OC112SAT for workforce per access line in
1993 and 1994 for SNET and other LECs.

e. The Company does intend to bring its cost per access line closer to
industry averages. The formulation of the Continuous Process
Improvement Team is one way the Company plans to do this. The work of
the Continuous Process Improvement Team has been and continues to be
focused on making quality improvements to processes along with realizing
costs reductions. There are many programs this team is working on
throughout the Company that will help bring our cost per access line closer
to industry averages (see WorJcpaper WPC-3.28 ofDocket No. 95-03-01) .

f. The proposed price regulation plan breaks the link between costs
appropriate in cost-based regulation ofrevenue requirements and prices.
Price regulation instead, provides the same incentives as competitive firms,
to set prices in response to market forces. The Company's plan ensures
that 1) price (except for certain specified services such as local residence)
would be above TS-LR!C (TS-LRIC already includes efficiency
assumptions about the future)~ and 2) the level ofintrastate earnings is
monitored. Therefore, no further explicit price reductions are necessary.
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omCE OF CONSUMER COUNSEL
Interrogatories to The Southern New England Telephone Company

RESPONSE TO INTERROGATORY OCC-219, DOCKET NO. 92-09-19

Witness Responsible: Robert R. Laundy

OCII0SAT: Provide a copy ofSNET's"Response to Interrogatory OCC-219" as
discussed in the Decision in Docket No. 92-09-19 at pp. 44 and 47.

Answer: The response to Interrogatory OCC-219 as discussed in the Decision in
Docket No. 92-09·19 at pp. 44 and 47 is attached. (See Attachment A).

It should be noted that the productivity figures quoted in OCC-219 do not
reflect the methodology ofthe productivity study currently underway by
Drs. Melvyn Fuss and Leonard Wavennan ofthe University ofToronto.
Therefore, the figures in OCC-219 will not precisely correspond with the
FussIWaverman results. The TFP results from the FussIWaverman study
for the years 1990·1994 are included in the response to OC107SAT.
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Request No. OCC-219
Filed in Docket No. 92-09-19

On December 31, 1992
(paper copy only)
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OFFICE OF CONSUMER COUNSEL
Interrogatories to The Southern New England Telephone Company

PRODUCTIVITY: TOTAL FACTOR

The Southern New England TeJephone Company
Docket No. 92-09·19

Witness Responsible: J. R. Green
J. A Sadek

Question: OCC·219 Productivity. Usc aU productivity increases the Company realized during
the year ended September 30, 1992 and expec:ls to realize in the year
(oUowing. Please swe the Company's opinion u to whether productivity
increases wilfoft'set future wage increases. Ifnot. explain fully why not.

Answer: Total tidor productivity increases for the year ended September 30, 1992
are not available. The most recent productivity study wu undertaken in
the first ba!fo( 1992 with results through the end of 1990. SNETs 10 year
produetMty history is sho~ below:

% S Year
Cbanae Averge

1981 4.5 4.8
1982 -0.2 3.1
1983 -0.1 1.9
1984 0.6 0.9
1915 1.8 0.3
1986 4.8 1.3
1911 4.1 2.5
191. 2.7 3.0
1919 1.4 2.8
1990 -0.1 1.6

$iDee DIlDY &elon call CIUM variability in productivity on I year-to-year
bail. the S )'W' averaae better retJecu the ComplD)"s productivity trend
because it minimizes theM eff'eas.

M-.suremeat orproduc:tMty (or 1991 and (orecasts for 1992 and 1993
have not beeD performed. Therefore, the Company is unable to determine
empiric:al1y wbecher or not productivity increases will offset future wage
increases. However, the Company is constantly anempting to find ways to

improve the efficiency o(its operations.
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omCE OF CONSUMER COUNSEL
Interrogatories to The Southern New England Telephone Company

TOTAL FACTOR PRODUCTMTY: SNET MONITORING REPORT

Witness Responsible: Robert R. Laundy

OCI22SAT: Provide the SNET productivity monitoring system results submitted on or
before April I, 1994 in response to Order No.4, Phase I, Docket No. 92
09-19.

Answer: A copy ofthe SNET productivity monitoring system results is attached in
paper form.

It should be noted that the total factor productivity figures in SNET's
productivity monitoring report do not reflect the methodology ofthe
productivity study currently underway by Drs. Melvyn Fuss and Leonard
Waverman ofthe University ofToronto. Therefore, the numbers in the
monitoring report will not precisely correspond with the FusslWaverman
results.
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"SNFr

llobert 1. Murphy, Executive Secretary
Department ofPublie Utility Control
One Central Park Plaza
New Britain, CT O6OS 1

SOUlh~rn x~..· [n,l.nd Td.pnon.
227 Church SU~~1

!'~.. H"·Ut. Conn.cli~u,06510
Phon~ (203) 771·3802

K.thiHII A. C."iC.n
Allor",)'

Re: DPUC Doeket No. 92-09-19
Application ofThe Southern New England Telephone Company to
Amend Its Rates and Rate Structure

Dear Mr. Murphy:

In compliance with Order Number 4 ofthe July 7, 1993 Decision in the
above-eaptioned docket, The Southern New England Telephone Company files herein its
Productivity Monitoring report.

Should there be any questions concerning this submission, please do not hesitate to
contact me.

verytruly~our, .j,' ;;;;.
J . ,./ I. , t' . . .'I' .' ,. ~I .. , . .~, { , ,; ,~J ~., '" • \ ./' •

"CERIIFlCADON

An oriainaJ and fifteen (15) copies ofthe foregoina have been hand-delivered this
March 31, 1994 to Robert 1. Murphy, Executive Secretary, Dep&nmem ofPublie Utility
Control, One CentrIJ Park Plaza, New Britain, CT 06051, and two (2) copies hand
delivered this March 31, 1994 to 10hn F. Merchant, Office ofConsumer Counsel, Suite
SOl, 136 Main Street, New Britain, CT 06051. ./

.-'

/
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&NET

PRODUCTIVITY MONlTORlNG

.1be iDfonnation respondiDg to Docket No~ 92-09-19, Ord« No... penaiDiDg to·
SNET's productivity mODitoriDg system is contaiDed ~ the foDowiDa paps. SNET
tracks its productivity pedormance and anticipated improvemasu by utiliziDg a variety
of measures. As the auacbed informatiOD shows, SNET's iDformatiOD collection
consists of (1) Total Productivity Factor (TFP); (2) E.xpeDse Per Line on a
Comparative Basis; (3) 1992 Employees and ExpeDse.Pet.Access Line on a
Comparative Basis and (4) SNET Employees per 10,000 Access Lines. Additionally,
major programs which are currently being implemented which impact on productivity
measure of employees per 10,000 access lines are also provided.

In general, the TFP figures reflect the resultant effects of the economic recession in
Connecticut and the impact of competition. Employees per lO,()()() access lines and
expenses per access line show favorable trends in line with Company expectations.



SNET Total Factor Productivity

ODe pUle of SNET productivity is reflec:aod ill the COmpany's Total Factor Productivity
nasure. P~uetivityhere is defiIIod as the ratio ofoutput to iDputs (or me ratio ofgoods and
JeI'Viccs produced from a eenaiD~ ofGlpitallDd labor). IDcreued cflicialcy is
dIInaastrated to the alaIt 1bat 0UIpUt per 1IDit ofiDput iDcnues fi'am OM Ume period to the Dext.

Below is a swnnwy tabJe of the CanplDy's TFP piDsIlossesfor 198J-I992. The filure5
npnseated below were deriwd"'thewidely accepted JIII6odoIoIy by tile weD JcDown
eee.amist Dr. Jolm Kendrick, fanner auefEalDornist for tile US Depanrneat ofLabor, 8J1d
fonner Vice ~deDt for EcaDamic Research oftbe CcafereDce Board.

Symmary ofIgta) factor Prpduqiyity, ]981-] 992
(l) (2) .

SYear
m Avmae

]981 4.5% 4.8%
1982 - .2 3.1
]983 - .7 1.9
]984.6 .9
1985 1.8 .3
1986 4.8 1.3
]987 4.7 2.5
1988 2.7 3.0
1989 1.4 2.8
1990 -.7 1.6
1991 ·1.4 .4
1992 17 .6

The five year averaae (Colunm 2) is a beaer measure oftbe Company's productivity trend because
it reduces the impact ofyear-to-year variability. Thus, it can be said thai the ComPIDY'S
productivity posted fairly ecnstaDt iDaeases in the 2.5% to 3.00" l'aDIe for 1987, 1988, 8J1d 1989.
The effect ofme recessiCID is ftlUy evideat in the 1990-19921ime period as productivity pins
dimiDish, resultiDg almost c:atireJy from declining demaDd.

As the Department recognized in its Fmal Decision in Docket No. 92-09·19, pase 44,
examiDiDs productivity CID a year-to-)ar buis (Colunm 1) may be misJcadiDa becluse TFP ill any
livea year can be iDfiueacecl by a wide wriay of Daon. Far example, the cumat recession (as
measured by the Connecticut Ecoaomic 1Ddex) bepn in micl-1989 \Wjch cIampeDed demaDd for the
Company's services. CornpcUtiCID also bas aftictod the CompaDy's sales. Real output growth
averaaed .16% per year over the period 1988·1992 venus S.~9%forthe 1964-1992 time mme.
ID addition, capital and labor iDpaIs pueraJJy do IKJ( respoad quidcJy wileD demand sJadcens.
Capital budgets are somewha1 inflexible and, historically, the CompanY bad never utilizod
employee layoffs as a means of nduc:iDg labor expense. It can be noted, however, that the
Company's force reductions have helped bolster productivity in each year since 1988. The
average annual reduction in labor input over the 1988-1992 time period was -4.93% versus .57%
over the 1964-1992 time frame. However, the gains resulting from reduced labor input only
partially offset the erosion ofdemand caused by the long tenn recession.



EXPENSE PER LINE

Expense Actual and Projected

19941993199219911990

Expense at CPt Growth

--+-

1989

500

450

400

350

300

250

200
1988

EXPENSe PEA lINE
EXClUDtNO EARLY RETIREMENT CHARGES

Net expense SNET
~PI!.JJDt ME "'",. New Ena. paetIIc Bell tlnctn"" Roe""", ~ .nIItIJI

1988 350 418 353 316 395 257 4.K 350
1989 357 415 369 289 411 249 4.8~ 387
1990 315 41. 359 285 334 254 5.3~ 387
1991 380 433 398 279 335 269 4.~ 402
1992 359 380 339 280 334 2~4 2.K 414
1993 360 NA NA NA NA NA 3.5~ 428
1994 345 NA NA NA NA NA 3.7" 444

Not..: 1993 data hilS not yet been tiled with the FCC.



1992 EMPLOYEES AND EXPENSE PER ACCESS LINE

Employees Per OOסס,10 Unes

60 400 . "'-

Expenses Per Une

Employ... P.r , 0,000 Acces. Lines
Expen.e. Per Acc... Line-

New York
~2

380

New Eng,
Sg

SSg

~
S6

280

Cincinnati
415

SS~

Rochester
~2

254

- N.w York and N.w England T.lephone have fewer .mploy". per
, 0,000 acc... lin•• due to cantral .taff exCluded from their headcount
and dlff.r.nt practic.. for contract labor and outside .ervie...

In -Expena.. per Aec... L1n.- dir.ct .mploy..., c.ntral ataff and
axt.mal ,..oure•• ar. allinclud.d In the compani••' .xp.n....

Exp.ns•• p.r acc... lin. show that SNET ha. a similar COlt .tructure
to Its aurroundlng n.ighbors which .har. the Mme COlt of living.
similar geography, etc.

• &p.n.....'. on an FCC baaia .. filed In ARMIS '.porta and uelude
pubffshlng and depr.clatlon. Thea ba," provid.. the mOlt comparabl.
elata.



EMPLOYEES PER 10...000 ACCESS LfNES
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MAJOR INDIVIDUAL PROGRAMS CVRRENTLY BEING IMPLEMENTED
wines IMPACT ON PRODUCTIVITY MEASURE OF EMPLOYEES

PER 18,000 ACCESS LINES

Pmmm· "'m.ted Force Simp for 1922 tbmug 1294

Network EnaineeriDa/Collltntc:tioD 300

The NetWork EngineeriDg/CoDstJucUOD program encompasses work process
improvements in the areas of outside DetWork eagiDeering, inside netWork engineering,
construction and ~lated staff support IJ'OUPs.

Provisioning 175

The Provisioning program iDcludes work improvements and operating system
enhancements for the service provisioning areas of customer contact, service order
processing and field installation.

PlaiD Old Telephone Service (POTS) Repair 216

The POTS Repair program is comprised of work process improvements for the repair
and p~eatative maintenaDc:e of basic telephone service.

Special Sen-ices 1$0

TIle Special Services PJOP'IIA eacompu- wOJt process improvemeats and operating
system enhancements for the service provisioDiDalDd repair of special services.


